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CHANGE  OF  FISCAL  YEAR 

BY  FRANK  NAY. 

The  Interstate  Commerce  Commission  was  created  by  an 
Act  of  Congress  in  1837.  The  Act  required  annual  reports 
from  railroads  to  the  Interstate  Commerce  Commission  for 
the  years  ending  on  June  30,  that  being  date  for  closing 
the  governmental  fiscal  year.  Prior  to  that  time  the  rail¬ 
roads  closed  their  fiscal  years  on  various  dates,  according  to 
their  own  convenience.  Later  on  when  the  vnrious  States 
required  annual  reports  from  railroads  similar  to  the  re¬ 
ports  to  the  Interstate  Commerce  Commission,  they  also 
adopted  June  30  as  the  close  of  the  report  year. 

Under  these  conditions  a  large  majority  of  the  railroads 
closed  their  books  two  times  each  year  and  rendered  two 
separate  annual  reports  covering  different  periods,  one  cov¬ 
ering  their  own  fiscal  year  to  their  stockholders  and  di¬ 
rectors,  and  the  other  for  the  year  ended  June  30  to  the 
Interstate  Commerce  Commission  and  to  the  various  State 
Commissions.  This  caused  a  duplication  of  work,  and 
owing  to  the  fluctuations  of  traffic  and  operating  conditions 
in  different  seasons  of  the  year,  the  annual  reports  of  the 
stockholders  frequently  appeared  to  be  out  of  harmony 
with  the  annual  reports  to  the  Interstate  Commerce  Com¬ 
mission  and  the  various  State  Commissions.  Consequently, 
nearly  all  the  railroads  in  the  United  States  changed  their 
own  fiscal  years  to  agree  with  the  requirements  of  the  Inter¬ 
state  Commerce  Commission. 

As  the  years  went  on,  serious  objections  developed  to 
June  30  as  the  date  for  closing  the  fiscal  year,  among  those 
objections  being  the  following: 

1.  On  the  majority  of  railways  of  the  United  States 
the  programs  of  maintenance  and  improvement  work 
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conform  naturally  to  the  calendar  year,  and  in  re¬ 
porting  the  details  of  such  work,  a  year  ending  De¬ 
cember  31  has  decided  advantages  over  a  year  ending 
June  30.  The  maintenance  and  improvement  forces 
are  at  the  maximum  and  the  heavy  work  is  in  prog¬ 
ress  on  June  30,  while  December  31  is  the  natural 
close  of  the  year  for  maintenance  and  improvements. 

2.  Annual  reports,  the  compilation  of  which  is  so 
much  work  added  to  the  daily  routine,  can  be  more 
easily  prepared  during  the  winter  than  during  the 
summer  season,  on  account  of  vacations  in  general 
offices,  and  the  slowing  up,  as  a  rule,  of  accounting 
work. 

3.  December  31,  coming  at  the  close  of  the  season 
for  maintenance  work,  is  a  better  time  than  June  30 
for  taking  the  annual  inventory. 

4.  Many  carriers  are  required  to  make  extensive 
reports  to  State  Commissions  and  taxing  bodies,  cov¬ 
ering  a  calendar  year  period,  for  purposes  of  taxa¬ 
tion,  thus  duplicating  much  of  the  work  included  in 
the  report  for  the  fiscal  year  ended  June  30.  The 
two  reports  may  present  more  or  less  apparent  va¬ 
riance  which  would  be  overcome  by  having  both 
cover  the  same  period. 

5.  The  present  plan  of  closing  the  fiscal  year  for 
railroads  on  June  30  prevents  satisfactory  compari¬ 
sons  with  other  great  lines  of  industry,  as  nearly  all 
the  latter  close  their  fiscal  years  on  December  31. 

These  objections  were  presented  from  time  to  time  to 
Mr.  Henry  C.  Adams,  in  charge  of  Statistics  and  Accounts 
for  the  Interstate  Commerce  Commission,  by  the  account¬ 
ing  officers  of  various  railroads  in  their  conferences  with 
him  concerning  the  uniform  system  of  accounts  formulated 
and  promulgated  by  the  Interstate  Commerce  Commission. 
He  presented  the  matter  to  the  Interstate  Commerce  Com¬ 
mission  and  the  National  Association  of  Railway  Commis¬ 
sioners,  which  latter  association  appointed  a  committee,  of 
which  Mr.  Adams  was  chosen  chairman,  to  canvass  the 
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situation  and  report  the  result.  Under  date  of  July  28, 
1909,  Mr.  Adams  issued  an  inquiry  to  all  of  the  carriers 
in  the  United  States,  calling  for  an  expression  of  opinion 
on  this  subject,  by  propounding  the  following  questions: 

1.  Would  you  approve  such  a  change  in  date? 

2.  What  reasons  occur  to  you  as  pertinent  why 
such  a  change  should  be  made? 

3.  In  case  you  oppose  making  a  change,  what  rea¬ 
sons  occur  to  you  as  pertinent  for  retaining  June  30 
as  the  date  for  closing  the  fiscal  year? 

Coincident  with  the  inquiry  among  railroads,  he  also  so¬ 
licited  opinions  from  the  various  State  Railway  Commis¬ 
sioners.  Mr.  Adams  reported  that  the  result  of  these  in¬ 
quiries  did  not  indicate  any  great  desire  either  on  the  part 
of  the  carriers  or  on  the  part  of  the  State  Railway  Commis¬ 
sioners  for  a  change  in  the  date  for  closing  the  fiscal  year 
for  railroads;  in  fact,  many  of  the  State  Railway  Commis¬ 
sioners  opposed  the  change  for  the  reason  that  to  make 
the  change  would  require  statutory  enactment  on  the  part 
of  twenty-two  States.  However,  Congress  appreciated  the 
situation,  and  in  1910  the  act  was  amended  so  that  the 
Interstate  Commerce  Commission  may  at  any  time  order 
the  fiscal  year  for  railroad  reports  to  be  changed  from  June 
30  to  December  31. 

It  is  believed  that  when  the  first  inquiry  was  sent  cut  by 
Mr.  Adams,  the  subject  was  not  given  careful  considera¬ 
tion,  and  from  time  to  time  the  matter,  was  discussed  by 
railway  accounting  officers  until,  in  March,  1914,  at  a  special 
meeting  of  the  Association  of  American  Railway  Account¬ 
ing  Officers,  a  special  committee  was  appointed  to  bring  this 
matter  again  to  the  attention  of  the  railroads.  This  special 
committee  sent  a  circular  to  all  railroad  accounting  officers 
in  the  United  States,  propounding  the  following  queries  : 

1.  Do  you  approve  of  the  suggestion  to  change  the 
period  covered  by  the  annual  report  to  the  Interstate 
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Commerce  Commission  from  the  twelve  months 
ended  June  30  to  the  twelve  months  ended  December 
31  ? 

2.  Please  state  as  fully  as  possible  your  views  in 
favor  of  or  against  the  proposition. 

3.  Dines  for  which  answer  is  made;  total  operated 
mileage  of  the  same. 

In  response  to  that  circular,  replies  were  received  from 
railroads  representing  271,867  miles  operated,  of  which 
roads  representing  212,542  miles  or  78.2  per  cent  of  the 
total  miles  operated  recorded  their  votes  in  favor  of  the 
change,  and  roads  representing  13,939  miles,  or  5.1  per  cent 
of  the  total  mileage  operated,  were  indifferent,  leaving 
roads  representing  only  45,376  miles  or  16.7  per  cent  of  the 
total  as  recording  themselves  in  opposition  to  the  change. 
Subsequently,  some  of  the  latter  roads  changed  their  votes, 
and  recorded  themselves  as  favorable  to  the  proposed 
change.  Those  who  opposed  the  change  offered  the  fol¬ 
lowing  reasons : 

1.  Comparisons  would  be  disturbed. 

2.  It  would  be  necessary  to  have  stockholders 
change  the  fiscal  year  for  most  of  the  railroads  in 
the  United  States. 

3.  It  would  be  necessary  to  have  the  statutes  of 
twenty-two  States  changed. 

As  to  these  objections,  it  may  be  stated  in  passing  that 
they  are  not  at  all  serious,  because : 

1.  Comparisons  would  be  disturbed  ror  one  pe¬ 
riod  only  and  one  supplemental  report  relieves  that 
situation. 

2.  It  would  not  be  a  serious  hardship  for  the  stock¬ 
holders  to  change  their  fiscal  years  from  June  30  to 
December  31. 

3.  Since  the  Congress  of  the  United  States  has  al¬ 
ready  amended  its  law  so  as  to  permit  the  Interstate 
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Commerce  Commission  to  change  the  date  for  clos¬ 
ing  the  fiscal  year  from  June  30  to  December  31 
whenever  it  sees  fit  to  issue  an  appropriate  order, 
it  should  not  be  difficult  to  induce  the  twenty-two 
States  referred  to,  to  enact  similar  amendments  to 
their  laws. 

The  report  of  the  special  committee  was  presented  to  the 
Association  of  American  Railway  Accounting  Officers  at 
its  annual  meeting  in  Atlanta,  Ga.,  April  28,  29,  and  30, 
1915.  The  matter  was  referred  to  the  Executive  Committee 
of  the  Association  with  power  to  deal  with  Federal  and 
State  Commissions  relative  thereto.  Subsequently,  the  Ex¬ 
ecutive  Committee  sent  communications  to  all  of  the  mem¬ 
bers  of  the  Association,  inquiring  if  the  executive  officers 
of  the  railroads  concurred  in  the  vote  of  the  accounting 
officers  as  registered  in  the  replies  to  the  circular  sent  out 
by  the  special  committee.  The  replies  to  this  latest  inquiry 
indicate  that  the  executives  of  railroads  are  now  very  much 
interested  in  this  subject  and  substantially  all  executives 
whose  accounting  officers  had  given  replies  favorable  to  the 
change  support  their  accounting  officers.  Some  executives 
whose  accounting  officers  voted  against  the  change  take  a 
different  view  and  favor  the  change.  At  the  present  writ¬ 
ing  it  may  be  safely  stated  that  the  desire  for  a  change  is 
nearly  unanimous  on  the  part  of  railroad  companies. 

Mr.  R.  A.  White,  President  of  the  Association  of  Ameri¬ 
can  Railway  Accounting  officers,  delivered  an  able  address 
before  the  National  Association  of  Railway  Commissioners 
at  their  annual  convention  in  San  Francisco,  Cal.,  held  in 
October,  1915,  in  which  he  presented  in  a  very  convincing 
way,  the  need  for  this  change  in  the  fiscal  year.  While  Mr. 
White  gave  several  reasons,  he  particularly  emphasized  two 
which  should  appeal  strongly  to  all,  viz. : 

(a)  The  programs  of  maintenance  and  improve¬ 
ments  conform  naturally  to  the  calendar  year,  as  such 
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programs  are  commenced  during  the  early  part  of  the 
calendar  year  and  are  completed  during  the  latter 
part  of  the  calendar  year.  At  June  30  they  are  in 
their  busiest  stage.  Erroneous  impressions  may  be 
conveyed  in  the  annual  reports,  because  in  one  year 
the  climatic  and  business  conditions  are  such  that  a 
majority  of  the  maintenance  and  improvements  pro¬ 
grams  may  be  completed  prior  to  June  30,  while  in 
the  succeeding  year  a  majority  of  work  covered  by 
such  programs  may  be  deferred  until  after  June  30, 
but  these  programs  are  always  substantially  near  com¬ 
pletion  at  December  31. 

( b )  A  humanitarian  reason:  Nearly  all  of  the  of¬ 
ficers  and  as  many  as  possible  of  the  clerical  force 
like  their  annual  vacation  at  a  time  of  the  year  when 
it  really  counts  for  something.  Few  men  can  really 
have  a  good  time  in  winter;  most  of  them  want  to 
get  away  during  the  summer  for  rest  and  recreation. 
No  one  would  maintain  that  a  vacation  should  take 
preference  over  reports  to  the  various  commissions, 
but  with  the  fiscal  year  closing  on  June  30,  the  heav¬ 
iest  work  for  the  clerical  forces  of  a  railroad  occurs 
in  July,  August,  and  September,  during  which  time 
the  weather  conditions  are  most  depressing  and  dur¬ 
ing  the  very  time  when  these  men  would  like  to 
have  vacations.  During  the  period  of  the  prepara¬ 
tion  of  annual  reports  it  is  necessary  for  the  clerks 
to  work  overtime  more  or  less,  and  the  officers  who 
have  to  supervise  the  preparation  of  the  reports  must 
perform  such  supervision  in  addition  to  their  regular 
duties  during  the  heated  season  of  the  year.  If  the 
fiscal  year  closed  at  December  31,  this  pressure  would 
come  during  January,  February,  and  March,  a  time 
of  the  year  when  the  weather  conditions  inspire  vigor 
and  activity. 

The  present  year  ending  June  30  consists  of  six  months 
of  one  year  added  to  six  months  of  another  year,  while  the 
calendar  year  is  the  logical  business  year.  Therefore,  in 
the  interest  of  producing  more  useful  annual  reports  of 
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railways  covering  a  twelve  months’  period,  closing  at  the 
end  of  the  logical  business  year  which  will  reflect  more 
nearly  than  any  other,  on  the  whole,  their  true  financial 
conditions,  their  true  income  accounts,  and  the  true  addi¬ 
tions  and  betterments  to  their  properties,  it  is  most  desirable 
to  have  the  fiscal  year  end  on  December  31. 
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